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Arizona Corporation Commission 
Attn; Docket Control 
1200 West Washington Street 
Phoenix, Arizona 85007-2996 

RE: COMMENTS OF MIDVALE TELEPHONE EXCHANGE, INCORPORATED 



The fdowing responsdsuggestions are oQ;ered by: 

Karen J.  Williams, Ph.D. 
Midvale Telephone Ekchange, Inc. 

kjwil@ruralnetwork.net 
(208) 355-2211 

Review & Possible Revision of Arizona Universal Service Fund Rules, Article 12 of the Arizona 
Administrative Code 

Docket No. RT 00000H-97-0137 

Item #2. How might the AUSF rules be amended to ensure the availability of wireline telephone savice in 
unserved areas (open territory)? Please provide specific recommendations on issues such as required 
population density before service to an area must be provided, the method for determining the serving 
carrier, procedural process, etc. 

First, Midvale maintains that any assessment of population density would have to be made aspart of a 
business pian decision, and thus should not be limited by Commission rules. As technology changes, 
equipment costs vary, making for a dyerent business case in tinerent areas; for example, microwave 
transport worh well in some areas, and not in others,Jiber costs vary, sw&h vendors come and go. 

To determine the serving carrier, we believe that the first step is for the Commission to establish 
mechanisms to make AUSF support available so that carriers will be able to serve these areas. We do 
not believe it is feasible to assip or farce carrkrs to serve customers outside of an existing CC%N, but if 
adequbte support mechan&ms are in place, there should be no need to force anyone. 

A separate provision for AUSF Is like& requ 
Any@is-&n to baing AUSF on embedded costs, thereby requirhg sow form of cast ma@& 

to fully respon& to the nee& of tire w e d  mem. 
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3. The telecommunications company shall f i e  with the Commission all fmancial and 
other reports that the Commission may require and in a form and at such times as the 
Commission may designate. 

i The telecommunkatitms company shall maintain on fit% with the Commission 
all current ttar&s and rates, and any servke standards that the Commission 
may require. 

ii. The telecommunications company shall cooperate with Commission 
investigations of customgr complaints. 

iii The telecommunications company shall participate in and contribute to a 
universal service fund, as required by the Commission. 

iv. Failure by a telecommunicafions company to comply with any of the above 
conditions may result in rescission of its Certipcate of Convenience and 
Necessify. 

C. Any telecommunications company applying for a new Certijkate of Convenience and Necessity 
may conjoint& apply for Arizona Universal Service Funds, 
1. Given that the telecommunic&ns company agrees to provide services that fulfill the 

Commission speci@ications as to “basic telecommunications services as set forth in 
R14-2-1201; and 
Can demonstrate likelihood of meeting the requirements outlined in R14-24203, by 
providing anticipated rates for basic service through reasonable financial analysis. 

2. 

D. In cases where an applkation for a new Certifiwate of Convenience and Necess& is 
accompanied by a request for Arizona Universal Service Fund support the following financial 
documentation shaU be required: 

1. 

2. 

3. 

A rate design based on pro-forma cost analysis of intendedplant construction and 
forecasted expensas for the f i t  fme years of operation. 
The telecommunications company will then have up to 18 months to update the cost 
estimates with the actual costs to provide basic servi‘ces, and 
The completion of a ful6 rate case as spec@& under the rules in Rl4-2-103 or other 
method as the Commission may prescribe w&in 18 months from the issuance of the 
ccm. 



. 
ow might construction or line extension tariffs zed between companies? Should 

there be m AUSF contribution in addition to the company contribution? Should there be a maximum 
amount a customer should be expected to pay to obtain service? Should this amount consider the median 

me of the area being served? Assuming there is an AUSF contribution, what is a reasonable 

b worth review. Consider the following: 

1. R. US.  borrowers 

2. 

charging customers for aid to construction on RUS 
funded projects. 
Universal Service has traditionally been characterized by the FCC and in the states we are 
familiar with as having the goal to make basic servkes universally available, especiaCly 
where the costs of service are high. 
The cost of provzding service is independent of household income. 3. 

4. There are existing p available (both Federal an to make basic services more 
~ aflordable to low-in 

5. An misting company can increase its revenue req 
underserved areas, thereby quali#jdng for an increase in AUSF support, should they choose 
tofile a rate case. 

&g service into 

In all Midvale beliates that if the 
telecommunications growth in the State of Arizona, these mattem will take care of themselves. That is, if 
there Is a reasonable mechanism for rate case review, and ifqualijikation for AUSF is simpliped, 
companies like MMvale wiil be more willing to develop into undersewed and unserved areas. Although 
there are some companies who choose as a business stratem to sell or otherwke mitigate their service 
commitments in the most costly areas of the state, it is inore desirable to attract companies who do wish 
to ofler such services rather than tying to force an unwWngpar@. 

As an alternative to creating new proviswns 
the rate case process. For example, telecommunic&ns companies are highly regulated - most 

ion successful in building incentives for 

line &emwm, we a streamlining of 


